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D/LA believes that two developments In connection with Latin Ameri- 
can presidential races merit particular attention this week: the item 
on the probability of violence in the Guatemalan campaign fp. 2) and the 
article on the Implications of an effort by President Aleman to succeed 
himself in Mexico (p. 5) t 


CURRENT DEVELOPMENTS 

GENERAL: The reopened question of a seaport far Bolivia has not roused 
the usual storm (p„ 2)» 

NORTHERN AREA: In Guatemala, Lt„ Col. Arbens is losing ground in the 
presidential race and may rely mare on strong-arm methods (p. 2). The 
Dominican Republic appears to be making a genuine effort toward Improved 
relations with its neighbors (p, 3). 

SOUTHERN AREA: Prolongation of the Argentine port strike could compli- 
cate US-Argentine relations because of the interest of US unions and the 
International Transport Workers * Federation in it (p. 3). 
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Weekly Contributions,* D/M, 30*50 25 1950 

(CIA larking Paper) 


X, GENERAL* 

seaport on tjis Pacific seems to 

have entered a new phase. It is not clear .just how the matter was 
reopened, nor what will develop, Preliminary statements* however, 
are noteworthy because of the absence of the violent protestations 
by Chile or Peru against "invasion of sovereignty" that have appeared 
previously each time this recurrent question was raised. 


2, GOATEMMs Arbenz Losing Ground in Presidential Race 

SiceSrraSpS^^ prospects of 

Lt. Col. Jacobo Arbenz, presidential candidate of the Partido Ace ion 
Revoluoionaria (PAR) and the Partddo Renovaoion Maeional (PRl). 

Arbenz, who has relied on the support of a unified, militant. Com- 
munist-led labor movement, is now faced with the possible defection 
of Commmist leaders, The Communists have withdrawn from the PAR and 
have formed the Partido Revoluclonario do Cfereros Guateraaltecos (PROG), 
a virtually undisguised Ccmnunist labor party which is apparently 
waiting further proof of Arbenz 1 sincerity before officially endors- 
ing his candidacy, Arbenz* in turn, appears to be suspicious of the 
loyalty of the CcGMunists, as suggested by the formation, under PAR 
auspices, of the Confederacion Nacional Caapssiaa de Guatemala which 
is bitterly opposed by the rival Conamnistr-led Confederacion de 
Ikaba jadores de Guatemala and by the formation of a new pro-Arbenz 
labor parly, the Partido Revoluclonario de Aliansa Catnpesina. which 
may sap the support of the PROG, 

Coinciding with this drift away from Arbenz or. the part 
of the Communists has been a marked increase in the activity and 
strength of the Conservative opposition. In order to meet this Con- 
servative threat, certain pro-admiMstration congressmen have issued 
a call for the unification of all revolutionary parties (too PAR, the 
IRK, and the large Front© Popular Idbertador) behind a carmen candi- 
date, Should such a unification be necessary to forestall a Oonserva— 
tive victory, Arbenz (with his controversial Goraaunist connections and 
record of political assassination) would almost certainly be discarded 
in favor of the more moderate Giordan! (the FPL candidate) or a new 
candidate such as Colonel Victor Sandoval, now chief of police, who 
might have firmer any support than any of the current candidates. 
Because it is popularly believed that Arbenz is deter- 
mined to gain the presidency by fair means or foul, the progress of 
his campaign has a close relationship to the degree of political tear* 
sion in Guatemala, Should he appear to be losing popular support, or 
should the various anti— Arbenz groups appear to be gaining too much 
strength, it is possible that Arbenz will rely more on strong-arm 
methods and violence in his campaign. 
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BOMXNXCAH REPUBLICS Re lation s Mth Ked. pjb.bors Improve 

Slice pSHSaBHT'Ssl 1 tehoT the CAS inves- 
tigating coirorittee ? s report (D/M Wkly 3 21 Mar 50)* the Ban&ntaan 
Republic seems to be trying to improve its relations with neighbor- 
ing countries,, The Foreign Office exhibit ed patience and tolerance 
in yielding to the Venasuelan ambassador^ 


demands incident to the departure of political, rexugees wno nao. 
taken asylum in the Ernbasgy. A similarly conciliatory attitude was 
ramfest in. the successful negotiations with Cuba in final settle- 
meat of claims arising from the 19^7 Gayo Gonfitss incident. The 
Dominicans have agreed to waive all indemnity claims in return for 
the recently effected repatriation of the Dominican vessel Angellta, 
which had been confiscated from the anti-Trujillo revolutionaries 
by the Cuban government subsequent to the frustration of the invasion 
attempt. Repeated efforts to resume normal diplomatic relations with 
M.ti «— the two countries have not exchanged ambassadors sines the 
Roland incident in March 1949 — have led to Haiti ff s recent acceptance 
of a new Dominican antsassador. Negotiations are now in progress for 
th© repatriation of Colonel Astrel Roland and Alfred Viand* Haitian 
exiles who had been permitted to engage in activities inimical to 
the Haitian government pries* to the 0AS investigation. 

This conciliatory policy will be continued as 
long as it suits Tmjillo s who, at least for the present* seems de- 
sirous of having his government appear in a favorable light as a 
cooperative member of the inter-American system. In any event* this 
policy has resulted in a lessening of intra-Caribbean tension. 


ho ARCBSMT1M* Fort Strike Co ul d explicat e I B-Arge nfi ne Relations 

’^rol-ongation. laF’^e^trike’ ' 'General do 
Qeeraios Iferftimos y A fines {CGG&&)a & large independent Argentine union 
affiliated with the fporrCosEunist ) International Transport Workers * 
Federation (ITF) S could undoraina Argentine economic recovery and 
complicate US-Argentine relations,. Efforts by the government to in- 
corporate the CGGEZA into the goverrmsent-dominated CGT* coupled with a 
refusal to satisfy wage demands of the CGGMA* constitute an attempt to 
consolidate GOT control over all large and influential labor unions in 
Argentina. While the government ®a strike-brealcirsg measures have re- 
duced the effectiveness of the xtine-neekrold strike frc®. almost 100 
percent to 2*0 percent* its continuance spotlights the Feronista attempt 
to eliminate free trade unionism in Argentina* thus provoking retali- 
ation by the 1TF„ In the US s the AF of L and the CIO have indicated 
their readiness to support* in principle* Hie XTF boycott* reportedly 
already applied to Argentine ships in two German ports. Moreover* 
the I1F is confident that its boycott will also be effectively sup- 
ported by port workers in Scandinavia^ France* the Motherlands* and 
Belgium, Ermn though in the UK* most isaportant carrier servicing 
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Argentine trade, Hi© British Transport and General Workers * Union 
has as yet indicated no definite position with regard to the boycott. 

union wall probably be influenced by any gcrrermaent recommend- 
ation in the matter,, (too possible development could lesson the 
seriousness of this situation: should the ITF boycott be vudeiy 
effective and receive substantial support from the TJS seamen *slma 
^shoremen «s unions directly concerned, the Argentine government 
might shelve temporarily its movement to bring the CGCMA into the 
CGT in order to avert further interference with Argentine foreign 
trade and to preserve now cordial relations with the US 
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Possible Crisis in Mexican Political Situation 
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Evidence is increas: 
in 1952 o Both constitut: 
are explicit in Mcurilco. 

Jig that President Aleman may try for reelection 
Lornl and traditional prohibitions of such 0 a ton 



could insult. 




Serious political disturbances 


25X6 


v of the Lfexlcan people hold tie government and official 

parvy responsible for safeguarding the constitutional provision of no- 
reolectiom,, This provision reflects one of the most important develop* 
laents of the revolution of 1910 , which arose from the need for govemr 
laental reform. after Porfirio Mas* numerous terms in office „ It Ms 
been the belief sine© 1926, when the reflection of President Gbregoa 
resulted in Ms assassination, that democratic processes could be fur* 
ihered easily by strict adherence to the official national watchword of 
"effective suffrage, no reelec ticn" . 


The current movement 


the reflection of President Aleman 




oossibiv true that Aleman, by not 


ring", has in MM merely a braking action against general political 
futurism, since others would be reluctant to campaign if they thought 
the president wanted the position for himself, Tiiero is a distinct pos- 
sibility, however, that Aleman could become convinced tha t talk of re- 
election is a mandate from the people and decide to tiy for redaction. 
That n© xs alrea dy entertaining such ideas [ 

, I , ^]and that he is aware of the political dangers is substan* 

tinted by recent evidence that already^ounting political tensions have 
dictated the strengthening of the security jx 3 li.ee, whoso particular 
function is tbs personal protection of tM president* 
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tlie anti-reelec tim movement is a strictly national issue,, it might be 
expected that the Ccraminists urould instigate political disturbances to 
further their om ends. 
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Situation Ifemoraadura 45-50 


The Current Situation in the MteM Jaa 1M 


(Sjmgnaj’v Calls prevails during the transition frc.i colonial: sm 
to serai -autonomy.’ Economic prosperity continues# There is no 
known communist activity in the area- Tiie military establishment 
is adequate for law enforcement •> Friendly relation* are maintained 
. with neighboring governments o 

— Developments In the past yeai" are considered to have 
improved the status of l T S security interests in the ireao) 

Zflimsai 

The Netherlands Antilles remain politically calm and stable during a period 
of transition from colonial government to setai-auianoeny within the Netherlands 
Kingdom, The Hague is expected shortly to approve the instrument granting limited 
autonomy $ known as the Interim Regulations -, This measure premises to encompass 
the sounder features of gelf- g cwwrn m «at proposed by the -various bodies that have 
studied the natter The mother government is firmly imposing ran equable com- 
promise on the most y uatiouo problem that has arisen to date# the distribution' 
of legislative aeato x tmg the component islands# This decision will doubtless 
be accepted meekly ith relief by the local politicians who have been wran- 
gling inconclusive y .~r-™ this issue for months a It is not anticipated that 
the promulgation , t-*, , Interim Regulations will notably altar either the orderly 
processes of go rr y-yt g? the present cordial relations with the US- Ties 
with the Dutch Cv =*n ?xxx strengthened by the Prince Consort*® visit to the 
area this spring 'I s Sf^^tipuing devotion of the overwhelming majority of the 

islanders to the R»mpe c' Orange was demonstrated by their enthusiastic partici- 
pation in the ce!o' : trr.tdcs of the Queen’s birthday on l!ay Day* at which time 
honors were liberally distributed among outstanding businessmen* civil servants 
and politicians# 

tooaak 

During 1949* a tx activity declined somewhat from the unusually high 
level of toe preceding yocr but was generally satisfactory. largely owing to 
dervaluation--the local currency did not change its relationship to the dollar 
in September 194 9~”ioports from soft currency areas were cheeper* and the cost 
of living index registered a modest decline- Another effect of devaluation is 
that mere import requirements are now being obtained from Europe and. fewer from 
the BS* although the latter remains the area’s principal supplier.. Despite a 
relatively abundant supply of dollar exchange., Royal Dutch Shell’s policy of 
having its Curasao subsidiary (CPU"} buy from European suppliers whenever possible 

is confirming this trend against the purchase of US goods o 

| : : 1 

The oil industry* which employs about !Z,- of toe islands’ entire popula- 
tion and generally accounts for 75& of all imparts raid 975# of exports* continues 
to dominate the economic life of the territory* Early tails year* some apprehension 
was caused among Aruban oil workers when the President of the Lag© refinery 
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announced that a gradual reduction in the labor force would be effected® The 
president envisaged reduced production schedules because of (1) the increased 
flew of oil from the Middle East to new refineries in Europe? (2) an excess 
of refining capacity in the industry as a wholes (3) reduced demand for cer- 
tain logo products such as aviation gasoline? and (4) recently enlarged 
Canadian refining capacity® D/XA does not anticipate any notable unemployment 
in Aruba 9 however , as the labor market is still firm in other industries, end 
whatever excess may develop in the labor supply will be remedied by the re- 
patriation of British West Indian contract laborers ® Further, recent develop- 
ments in the international situation may alter plans for the curtailment of 
production® 

Secondary industries, such as the production of aloin posder, phosphate, 
straw hats end divi«divi, continue to provide a modicum of economic diversifi- 
cation® On the other hand, the proposed construction of several modern hotels 
might expand significantly the tourist business, which presently brings in 
about §2® 5 million a year, mostly from the U9 and Venezuela. Government revenues 
continue to exceed expenditures by a small margin® Because of a recently under- 
taken public works program, including improvement of airport and harbor facilities, 
expansion of water distilling capacity, schools and low cost housing units, the 
government has deemed it necessary to raise taxes moderately and to float a 
small bond issue® The public debt now stands at 16 million, a reasonable figure 
in relation to annual revenues which currently average about $30 million® 


While the 500 Dutch troops stationed in the Netherlands Antilles are 
equipped only with light infantry weapons, their state of training and readi- 
ness is considered fully adequate for the maintenance of internal law and 
order® The police force was re-organised last year, and its morale end efficiency 
are good® A flotilla of small naval craft is stationed in the area and assists 
in preserving the security of the islands® 


There is still no kn own Communist activity in t his area® Vigilant [ 


officials cooperate closely [ 

in controlling the movements of potentially subversive 
elements® Transit Europeans en route to Latin America are processed with dis- 
patch and rarely allowed to remain more than twenty-four hours® Despite the 
governments alertness, seme propaganda has been introduced from Venezuela 
advoceting severance of ties with the Netherlands® This material is distri- 
buted locally by the relatively unimportant Curacao Democratic Party and has 
not attracted noteworthy popular attention. ' D/La. believes that the watchful- 
ness of the authorities will continue to keep the Netherlands Antilles com- 
paratively free of undesirable elements® 
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MmmUsmk 

Both the natives and colonial government officials remain genuinely 
friendly toward the U5» and there Is no reason to believe officials would 
be otherwise than cooperative in necessary Joint undertakings,. In evidence 
of their esteem the islanders recently presented the handsome Franklin Be 
Roosevelt House as a Consulate General to the US **in gratitude for the aid 
rendered** during World War He Of particular significance is the fact that 
this munificence apparently evoked no remonstrance among the rather touchy 
tax payers » 

Particular vigilance is currently exercised in denying entry to poli- 
tical refugees from Venezuela in order to avoid embroilment in the internal 
affairs of that country* 




9 . 
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Tho Current Situation in Bolivia 

jrtnr.ary — The Bolivian government remains wea !:» The ovor-ux economic 
situation is likely to remain poor despite sliglrfcly increased prospects 
for short tern betterment* There has been little cliange in the state 
of the arnod forces* Subversive groups constitute somewhat loss of 
a threat to tho govennent's stability* Bolivia's relations with other 
governments ronain afloat * u* 

*** UB security interests have been somewhat adversely affected 
by the continuing weakness of the pro-id government, particularly be- 
cause of the increasing importance of Bolivian tin in view of recent 
international developjxnts. } 

Tho government rernins weak despite its surprising strength exhibited in 
suppressing tho alleged GooDunJLst--Ilul--bI * revolt in lay that grew out of a 
general strike, and I in thwarting four reported conspiracies by these groups* 
These groups, although their potential seo.no to hnvo been sonew’iat ciartailqd 
by tlio government's repressive measures (soo Cv.bversi.ve ), remain active and 
mill be quick to capitalise on any increase in social unrest* Labor vn- 
discouraged by it defeat in liny and not "jollified by tho government '3 recent 
action to raise wages, is again restive* The government is now less certain 
of arty support as a result of dissension arising from dissatisfaction vrith 
tho any chief of staff {. /LA '.lily, 14 Jul 50) e 


Tho government part, 


a/ » 


■'*: i 


which is politically isolated 4 


seen 


further wookoned by the intons iilcation of previously existing ill-feeling 
between President Vrriolagoitla and former ex-hlnicter lolliuedo, now PUSH 
head, concerning tho i coopooition of the cabinet installed on 30 Juno* In 
view of these circumstances, little should he expected of the legislature 
which convenes 6 August to consider the state cf siege, important treaties, 
and internal ref err:®. 


nee of regaining in potior uay 


The procarioud stability of the Bolivian government has boon threatened 
repeatedly by frequent conspiracies and revolutionary attempts; but that 
govensaont has demonstrated its ability to survive apparently iiisurnovmtdblo 
crises. In vie./ of decreased subversive strength, and provided arqy dis- 
sension does not become more serious, it: 
bo consider od very- slightly improved * 

B conoKifo 

The over-ail cconouic aituuiiox. 
doapito slightly increased proeooe'.v 
favorable to present improvement axe; 


n Bolivia is likely to r papain poor 
or she rt-teri: betterment* Factors 
the decree of 5 lay which established 


now wage levels and frose prices and rents, noacurcs which :xjy succeed tempo* 
rarily in controlling the accelerated inflation produced by dev alua tion 
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measures of February and. April? the spectacular rise in the price of tin (from 
77/ before the Korean fighting to a high of 97/ on 7 July)? recent increase in 
the price of load, s5jic ? and silver? and the draft RPC contract for the pur- 
chase of all available tin* 


Longer-torn factors are decidedly less favorable. Inflationary pressures 
remain extremely strong? wages and prices have not increased in the sane per- 
centage a 3 the official value of the boliviano lias been depreciated by the 
new parity, which, hmxjver, is still, pegged at an unroalistic high value,. 

The estimated 1959 national budget is considerably greater than that of 1949 
and will airiest certainly add to the existing inflation. Revenues appear to 
be over-estimated -foreign exchange receipts during the first five months of 
1950 have been lees 
probably be forced 
to hope for outside 
talcing Jill the dr 
expressed his •oil'-..', 
to resolve th 
placed v/ithin 
offorts would be 
probable resenh 


Ji 1401 
hjaLn 

* i 

aid 


oc 

L ho 


f **<• 


jlf of budget estimates— and the government vd.ll 
to resort to deficit financing, Bolivia continues 
to ease the critical economic situation rather than 
.c measures necessary. It is true tliat the president lias 
ness to grunt a U1I tcclmical mission a ll powers necessary 
'io situation, and that HIT technicians reportedly nay be 
..triun Civil Service? i t is believed, however, tliat their 
ly in vain because of P 


on 


part of minor Bolivian ofi'lclal3 and anpxoyeos, 
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There lias 
appears to be c 
strength of the 
the air force , 
certain pilots 
volt awl by the 
tions for the : 
national polio t 


been li.tL.le change in the state of the armed forces. The army 
>aly slightly below its normal strength at present, while the 
national police lias d>3clined cons id erably. 


The efficiency of 


howeve r, has boon somewhat enliancod by the reinstatement of 
.he fought against the government in the September 1949 ro~ 

' expansion of its training program. It appears tliat approprla-; 
inis tries of national defense and government (which controls the 
) nay again be the largest item in the national budget. 


ho subversive groups constitute somewhat loss of a threat to the govern- 
nent's stability as a result of the government* e repressive measures adopted 
after the Hay uprising* It is true tliat the 1231 is attempting to regain its 
strength by vigorous efforts to obtain the support of other organised groups 
and appears to have not with some degree of success. The outlawing of the Pllt 
nrd the arrest of many of its members and leaders as a result of its participa- 
tion in the IJay. rmolt should seriously disrupt its organization and decrease 
its considerable Influence among non-nine labor. The labor influence of sub- 
versives appears to lave boon dealt a hard blow by the decree of 23 Hay which 
removed previously ''lactod Communist and "I'aai-fascist" labor leaders from 
office, and declared, thon ineligible for redaction,, It is tarue tliat joint 
plans of subversive groups for revolutionary disturbances in raid -August have 
been reported, and it i3 possible tliat such plane nay materialize. This 
Bolivian government has, however, repeatedly demonstrated its ability to 
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survive subversive attacks | while its overthrow at any time in the next few 
months would not be surprising, neither would its survivals 

Bolivia 8 a amicable foreign relations continue to be influenced by economic 
considerations and fear of Communism,, The cordiality of US-Boliva.cn relations 
was enhanced by the 1 Day signing of an agreement providing an Sdnbonk credit 
up to 16,000,000 to cover approximately two-thirds of the cost of completing 
the vital Santa Crus -Cochabamba highway* Proposals for barter* of Bolivian 
antimony and other ores arc presently under consideration with Switzerland. 

Japan 5 and Hungary* Preliminary discussions with other South American countries 
concerning a Bolivian-initiated conference for the control of Communists are con- 
tinuing, but there is no evidence that any definite results have bear obtained,, 
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